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PENSIONS AND ALLOWANCES 


Old Age Security 


The budget announces that pensions legislation will in- 
crease the basic rate of the old age security pension to $100 per 
month, effective April 1, 1973. 


The current rate is $82.88, and this was to increase to 
$86.61 on April 1 as a result of the full cost-of-living adjustment. 


The $100 rate will continue until the next cost-of- 
living adjustment on April 1, 1974. 


The full amount of the increase in the basic pension 
will be received by persons entitled to the guaranteed income 
Supplement. This means that the minimum guaranteed income for a 
single person over 65 years of age will rise to $170 a month on 
April 1, 1973, and for a married couple $325 a month. 


OAS payments are received by about 1,800,000 Canadians 
aged 65 and over. Of these, over 1,000,000 receive at least some 
part of the guaranteed income supplement. The increase of the OAS 
to $100, together with the cost-of-living adjustment to the GIS are 
estimated to cost $400 million in 1973-74, bringing total OAS/GIS 
expenditures in the fiscal year to $2.8 billion. 


War Veterans Allowances and Civilian War Allowances 


About 78,000 disabled veterans, and widows and orphans 
of war veterans, receive these allowances. 


The budget announces increases in the basic rates of 
allowance to $151 per month from $131 for single persons, and to 
$257 per month from $217 for married couples. The basic rates 
have already been raised by a cost-of-living increase effective 
January 1, 1973, and will be raised by an additional amount so 
that the total increase will be the same as for the old age pension. 
Commensurate increases are proposed for orphans. These increases 
will cost $9 million during 1973-74. 


Minimum incomes for recipients over 65 years of age are 
to be increased to $206 per month from $186 for single persons and 
to $357 per month from $317 for married couples. 


HISTORY OF UNIVERSAL OLD AGE SECURITY 
AND GUARANTEED INCOME SUPPLEMENT PAYMENTS 


Maximum Individual OAS plus Maximum 


eS one GIS Individual GIS 
$ $ $ 
Jartity 1 losek We O ROO . 40.00 
juan LenOay 46.00 2 46.00 
Novenbexuiee 6c 55.00 4 55.00 
February 1, 1962 65.00 - 65.00 
Octobernin i965 75.00 “ 75.00 
Jahanyiieg O64 8 eae 75100 30.00 105.00 
january eeioees | 76050 30.60 107.10 
January abe 21969 78.00 See 0) 109220 
Janay 2; 1970 79.58 31.83 Ret 
Sauder 971 ae nonoo 55.00 135.00 
Ranney 197) ae eee A7e 12 150.00 
April 1, 1973 100.00 70.14 itydaypeie 


(1) 
(2) 
(3) 
(4) 
(5) 


Universal old age security payment replaces needs-tested payment 
Guaranteed Income Supplement introduced 

Escalation formula introduced for OAS and GIS, maximum 22 
Special GIS rate for married couples introduced 

Full cost-of-living escalation introduced for OAS and GIS. 


Maximum OAS-GIS payments fOr couple: 


OAS GIS Total 
January 1, 1971 160.00 95.00 Va te og 88 
January 1, 1972 165.76 T1924 285.00 
Aprile; 31973 200.00 124.60 324.60 


COMMODITY TAXES 


SALES AND EXCISE 


The budget proposes important new exemptions from the 
federal sales tax and the removal of special excise taxes on many 
consumer items. While the changes are effective immediately, their 
full impact on retail prices may not be felt until goods upon which 
the taxes have already been paid move to retail shelves and are sold. 


The sales tax is a general 12-per-cent tax applied to the 
price charged by manufacturers in selling their goods or to the 
duty-paid value of imported goods. 


Most of the special excise taxes are also imposed as a 
percentage of the manufacturer's price or duty-paid value, but 
they apply only to specific items. 


Foods and Beverages 


Most foods are already exempt from the federal sales tax. 
The budget proposals extend the exemption to all foods and non- 
alcoholic beverages. The principal items affected - soft drinks, 
fruit drinks and confectioneries - represent retail purchases of 
more than $1 billion a year. 


Hundreds of individual consumer products and brand names 
are involved. The measures eliminate many inconsistencies arising 
from fine distinctions between foods and the so-called "near-foods". 
For example, popcorn has been taxed but potato chips have been 
exempt. Confectionery manufacturers have paid the sales tax on 
their chocolate bars, but not on chocolate products called "biscuits". 


The major items exempted: 


Soft drinks - with a retail value of more than 
$550 million a year. 

Confectioneries and chocolate bars - with a retail 
value of more than $400 million a 
year. 

Fruit drinks - beverages which have less than 85 per cent 
pure fruit juice content sold as juice 
drinks and nectars. 

Nuts including peanuts 

Diet foods, sugar and cream substitutes 

Dessert toppings 


Children's Clothing 


The federal sales tax on children's clothing is 
abolished, affecting more than $250 million in retail sales 
annually. 


The comprehensive exemption applies to all children's 
clothing, including major items such as pants, skirts, shirts, 
dresses, sweaters and coats, as well as shoes and overshoes, 
underwear, hose, hats, gloves and infants' wear including diapers. 


Children's clothing will be identified by reference to 
standard sizes. They will be prescribed by regulation. 


Toilet Articles and Cosmetics 


The 10-per-cent special excise tax is abolished from a 
wide range of articles for "care of the human body". These include 
various cosmetics and toilet articles apart from ordinary soaps, 
which now are generally exempt. 


Some of the main items affected: toothpastes, lipstick, 
shaving soaps and creams, hair oils and hair sprays, deodorants, 
colognes, after-shave lotions, nail polishes, bath salts, mouth- 
washes, shampoos, face and body powders, mascara, eye shadow. 


Clocks and Watches 


The 10-per-cent excise tax on clocks and watches is 
abolished, except for the most expensive clocks and watches. This 
will be effected by exempting all except the part of the 
manufacturer's selling price or duty-paid value in excess of $50. 


Other Changes 


The budget of May 8, 1972, proposed to exempt from sales 
tax goods manufactured or produced by blind, deaf and dumb or 
mentally retarded persons in institutions in Canada. 


It is proposed to extend the exemption to goods produced 
in institutions by persons with other mental or physical handicaps. 


Municipalities will be able to purchase incinerators for 
the disposal of waste materials free of sales tax. This exemption 
will apply to materials for a building constructed to hold 
incineration equipment as well as to the machinery and apparatus 
used directly in the operation of the incinerator. 


Another exemption will remove the sales tax on instruments 
and materials acquired by municipalities to detect and measure 
pollution of water, soil or air. 


Regulations 


The regulations to exempt children's clothing and 
children's footwear from federal sales tax cannot be passed until 
the proposed amendment has been enacted by Parliament. At that 
time the government proposes to ask the Governor-in-Council to 
prescribe that the following items, when designed for children, 
shall be exempt: 


(a) children's dresses, suits, coats, blouses, trousers, 
sweaters, underwear, pyjamas, snowsuits, overalls, and 
other such children's garments up to and including girl's 
commercial trade size 14X, or voy's commercial trade size 
USy on otros Canaaa standard olze 14x. or boy's 
"Canada Standard Size" 20, or sweaters designated for 
girls or boys and sized small, medium, and large; 


(b) dress and sport shirts designated for boys, up to and 
including commercial trade size designation 143, or 
"Canada Standard Size" 20 with 143 neck, depending upon 
the size designation applicable; 


(c) children's hose, up to and including girl's commercial 
trade size designation 10, or boy's commercial trade 
size designation 103 and stretchy socks designed for 
children; 


(d) hats, caps and bonnets designed for children up to and 
including girl's commercial trade size designation 22, 
or boy's commercial trade size designation 7-1/8; 


(e) gloves and mittens designed for children up to and 
including girl's and boy's commercial trade size 
designation 7. 


(f) children's footwear up to and including boy's commercial 
trade size designation 6 in shoes for males, and up to 
and including commercial trade size designation 6 in 
styles designed for girls, not including footwear of any 
type, or of any size with a heel height exceeding one 
inch, nor shoes designed for nurses in oxford style, 
nor for matrons as corrective shoes and, where female 
footwear is normally designated by the manufacturer as 
"small", "medium" and "large", the classifications 
designated "medium" and "large'' are excluded. 


(g) infants' wear including bibs and diapers. 


CUSTOMS TARIFF 


The government is recommending to Parliament temporary 
cuts in the tariffs on a wide range of consumer products. In 
choosing the products that would be subject to these tariff reductions, 
and in deciding how large the reductions should be, every effort has 
been made to avoid any adverse impact on production and employment 
in our factories and farms across Canada. At the same time, the 
government wished to ensure that the tariff reductions would be 
sufficiently broad in scope, and of sufficient magnitude, to have 
a significant effect in dampening the upward pressure on consumer 
prices. 


Particular attention was given to foods and other consumer 
goods for which tariff rates are higher than average, especially to 
those that are dutiable at a rate of more than 15 per cent. This 
rate is now pretty generally the basic protective rate in the Canadian 
Tariff. The measure also covers a number of products in short supply, 
such as meats and out-of-season fruits and vegetables, for which 
there is not now a good case for a protective tariff. 


The temporary tariff reductions average five percentage 
points on imports valued at almost $1.3 billion in 1972. The cuts 
take effect immediately and are to remain in force for one year. 


Reductions of 23 percentage points are proposed on about 
$241 million of imports, and of 5 percentage points on $781 million. 
The tariff on imports valued at $50 million would be reduced by 73 
percentage points and on another $32.5 million by 10 percentage 
points. These volumes are expressed in terms of 1971 imports. 


Between 55 and 60 per cent of the affected imports are 
from the United States. 


Tariff rates are being maintained in areas where cuts could 
have adverse impacts on employment in Canada, where cuts would have 
little effect on prices and where cuts would work against other 
government policies. There are no reductions for footwear, garments 
and textiles, dairy products or eggs, or in-season fruits and 
vegetables. . 


CHANGES RELATED TO TAX REFORM 


The budget's amendments related to tax reform which are 
of wide interest or importance are described below in general terms 
only. Detailed descriptions of these and other amendments are 
contained in the Notices of Ways and Means Motions tabled budget 
night by the Minister of Finance. 


In most cases, the amendments are effective as of 
January 1, 81972; 


All proposed changes announced by the Minister of Finance 
in previous public statements are included in the Notices of Ways 
and Means Motions. 


Section numbers cited below are for the Income Tax Act 
unless the Income Tax Application Rules (ITAR) are indicated. 


Personal Income Tax 
Deductions at Source: 153 


An amendment would permit a taxpayer to elect to have tax 
deductions made at source on income such as pension benefits. This 
could prevent the need to meet a large year-end tax liability. 


The Income Tax Regulations have for many years authorized 
a reduction of the amount of tax normally deducted from payments 
at source, where deduction of the full amount would cause hardship. 
This might be done, for example, where a taxpayer had little other 
income and was likely to end the year with little or no tax liability. 
An amendment is proposed to place this authority in the Income Tax 
Act rather than in the Regulations. 


Deferred Income Plans 
Definition of Earned Income 146(1) 


In line with news release 72-116 issued by the Minister 
of Finance on September 11, 1972, an amendment is proposed to the 
definition of earned income used in determining the amount an 
individual may deduct as a contribution under a registered retire- 
ment savings plan. It would provide that the deductible amount of 
a retirement savings or pension plan contribution, would not be 
subtracted in computing earned income. 


Registered Retirement Savings Plans: Refund of Premiums 146 


As the Minister of Finance announced September 11, 1972 
(news release 72-116), it is proposed to treat a refund of premiums 
from a registered retirement savings plan received by a beneficiary 
through an estate in the same way as if the payment was received 
directly from the plan. A spouse will be able to invest the amount 
as a contribution to another registered retirement savings plan or 
use it to purchase an income-averaging annuity. 


Deferred Profit Sharing Plans: Distributions of Property Ay, 


As announced on September 21, 1972 (news release 72-122), 
in certain circumstances tax on the post-1971 appreciation in value 
of shares or other securities received from a deferred profit 
sharing plan on retirement, death or withdrawal would be deferred 
until the recipient eventually disposes of the securities. The 
recipient's cost for tax purposes at the time of receipt would be 
based upon the amount he would have received upon withdrawing from 
the plan January 1, 1972, plus amounts allocated to him-after 1971. 


Farmin 


Family Farms 7/0 and ITAR 26 


An important tax deferral is proposed to permit farmland 
to pass tax-free from generation to generation. Under present 
rules, when a farmer dies and passes on his land to the next 
generation, he is deemed to have sold his farm at its fair market 
value, and a capital gain may result. 


Specifically, a farmer would be able to pass his farmland 
on to his children without paying tax at the time of his death on 
any accrued capital gains. The deferral or "rollover" would apply 
if the land is being used as a farm by the taxpayer or his child at 
the time of the taxpayer's death and if the land is left to a child 
or children resident in Canada. For tax purposes, the child would 
take over the farmland at the parent's cost, and, in addition, the 
benefit of the neutral-zone rules would be preserved with respect 
to the cost of the land at the start of the new system. 


Licences ITAR 21 


Under present law, part of the proceeds of licences and 
rights issued by a federal, provincial or municipal authority and 
acquired before 1972, and later disposed of, are treated as income. 
No deduction may be made for any amount paid to obtain the licence. 


An amendment is proposed to ensure that any recovery of original 
cost will not be taxed. This provision will cover milk and other 
agricultural marketing quotas, timber, taxi, bus, truck, broad- 
casting and similar government-issued licences. 


Livestock 28(1) 


For farmers and ranchers reporting their incomes on a 
cash basis, the early years of establishing a new herd can result 
in heavy start-up expenses and a substantial loss. In many cases, 
the loss cannot be used within the five-year period allowed for 
the carry-forward of losses under the existing Act. A proposed 
amendment would permit a farmer or rancher to carry his livestock 
in his inventory at any amount up to fair market value. This will 
overcome the problem of "unusable" losses in the early years and 
allow those start-up expenses to be taken into account in later, 
profitable years. 


Depreciable Property Regulations 


Changes in the income tax regulations will increase to 
20 per cent the rate of capital cost allowance for farm facilities 
acquired after February 19, 1973 which are silos used to make and 
store silage or facilities used to store fruits and vegetables 
under controlled temperatures. 


Research 31(1) 


An amendment is proposed to exclude scientific research 
expenses from the limitation on the deductibility of certain farm 
losses. 


Corporations and Shareholders 
Small Business Deduction: Ineligible Investments Part V 


As an incentive to small business, the present Act 
provides a rate of 25 per cent on the first $50,000 in each year 
of business income of Canadian-controlled private corporations until 
$400,000 of taxable income has been accumulated. 


The purpose of the incentive was to provide additional 
funds to help corporations expand their business. To the extent 
that a corporation did not need additional capital to expand, the 
benefit of this incentive was not made available. This was 
accomplished by a provision withdrawing the benefit of the low rate 
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to the extent that retained earnings were put into long-term 
investments, unrelated to business activities-the so called 
"ineligible investment test". 


This "ineligible investment test'' has proved complex and 
difficult. An amendment repeals the test effective January 1, 1972. 


Section) OoMb ections. “liming 


The Income Tax Act requires a corporation to make an 
election when it pays a special dividend out of tax-paid undistri- 
buted surplus or 1971 capital surplus on hand. Corporations found 
difficulty in meeting these requirements during the first year of 
the new system, and as announced by the Minister of Finance on 
November 28, 1972, corporations will be permitted to file late 
elections for special dividends payable during 1972. 


Part. LX 


A corporation's surplus accumulated prior to 1972 
consists of undistributed income and capital gains. The corporation 
may distribute both of these surpluses free of tax but only after 
it has paid a special 15-per-cent tax on the undistributed income. 
If the corporation distributes its capital gains before it has 
paid the 15-per-cent tax on all of its undistributed income, a 
special tax is levied. 


A proposed amendment would permit a corporation to elect 
to pay the 15-per-cent tax on its total undistributed income 
(whatever that figure turns out to be) and once that election is 
made the corporation could proceed to distribute its pre-1972 
capital gains without the risk of paying the special tax. This 
will relieve the difficulty facing many corporations in estimating 
their undistributed income on hand at the end of 1971. 


Liquidations 


Where a Canadian corporation or a non-resident-owned 
investment corporation distributes its property to shareholders 
in the course of winding up, it may have difficulty in taking 
advantage of the rules permitting payment of dividends out of its 
special surplus accounts. Proposed changes will permit the rules 
for distribution of these special accounts to work more effectively. 
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Capital Gains 


Principal Residence 54(g) 


The exemption from capital gains tax for the disposal of 
a principal residence will be expanded to include the disposal of 
a leased home or an interest in a lease. 


Business and Property 


Patronage Dividends 135(3) 


Co-operatives and other taxpayers making patronage 
dividends are required to withhold a tax of 15 per cent on patronage 
dividends above the first $100 paid. The requirement exists whether 
or not the recipient is tax-exempt. For simpler and more reasonable 
administration of the Act, a proposed amendment would eliminate the 
requirement when a Canadian resident recipient has a tax-exempt 
certificate from the Department of National Revenue. 


Professional's Emcome ~34(1) 


A professional person receiving a payment in advance or a 
retainer from a client is taxable on the entire amount received 
in the current year, even if his related services to the client 
extend into one or more future years. An amendment is proposed to 
permit a reserve for the part of the advance payment representing 
work to be performed in a future year or years. 
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IMPACT OF 1973 EXEMPTION INCREASES AND TAX CUT 
Single Taxpayer - No Dependants 


Fed. + Prov. Fed. +.1Prov. Reduction in Reduction in 

Income Tax under Post-—Budget Fed. Prov. Tax jRed, stax Only 
Present Law Tax for 1973 Amount vA Amount b 

$ $ $ $ 7 $ Z 
1700 10 ~ 10 100 7 100 
2,000 67 a Pale 56 84 ab 100 
3,000 292 167 25 43 119 Bi 
4,000 536 410 126 24 120 29 
5,000 793 665 127 16 121 20 
6,000 1,067 939 27 ez La Gs 
7,000 ne tena 1 s/, 130 10 Po 12 
8,000 1,648 iS ls S818! 8 123 10 
9,000 1,954 eg 33 fi LZ 8 
10,000 24200 2<h48 133 6 125 7 
12,000 2,966 2,818 148 5) 139 6 
15,000 4,140 3,943 198 5 188 6 
20,000 6,385 6,096 289 5 278 6 
30 ,000 bs Ue er 2 10,697 TT) 4 465 5 
50,000 21836 21280 556 3 543 3 


The provincial tax used in these calculations is the lowest existing 
provincial rate. Rates of provincial taxes vary from province to 
province but more than one-half of Canadian taxpayers are subject 

to the provincial rates used in this table. 


Taxpayers are assumed to take the optional standard deduction of 
$100 and the employment expense deduction of 3% (maximum $150) 

but the calculations do not take into account any other potential 
deductions such as child care expenses or contributions to pension 
plans or unemployment insurance. 


Taxpayers are assumed to be under age 65, and to receive only 
earned income. 


All figures are rounded to the nearest whole number. 
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IMPACT OF 1973 EXEMPTION INCREASES AND TAX CUT 
Married Taxpayer - Two Dependent Children Under 16 


Fed. + Prov. Fed. *t Prov. Reduction in Reduction in 

Income Tax under Post-Budget Fed. + Prov. Tax Fed. Tax Only 
Present Law Tax for 1973 Amount y 4 Amount 4 

$ $ $ $ vi $ Z 
3,700 8 0 8 100 6 100 
4,000 65 8 56 87 50 100 
5,000 290 3 137 47 129 58 
6,000 542 402 139 26 130 ot 
7,000 806 665 P41 18 132 25 
8 ,000 Pe Oo. 939 141 13 132 16 
9,000 1562 ORO 145 11 135 13 
40,000 Te663 5S 145 9 1355 ee 
12,000 2297 2,148 149 6 138 8 
15,000 82551 3,164 187 6 173 7 
20,000 5,494 DRESS 276 5 260 6 
30,000 10,182 9,718 464 5 446 6 
50,000 20,242 205158 584 3 565 4 


The provincial tax used in these calculations is the lowest existing 
provincial rate. Rates of provincial taxes vary from province to 
province but more than one-half of Canadian taxpayers are subject 

to the provincial rates used in this table. 


Taxpayers are assumed to take the optional standard deduction of 
$100 and the employment expense deduction of 3% (maximum $150) 

but the calculations do not take into account any other potential 
deductions such as child care expenses or contributions to pension 
plans or unemployment insurance. 


Taxpayers are assumed to be under age 65, and to receive only 
earned income. 


All figures are rounded to the nearest whole number. 
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INDEXING OF PERSONAL INCOME TAXES 


The following examples illustrate the effect of indexing 
personal income taxes. 


The first example shows that for a person with rising 
income, the proportion of his income paid in taxes would not increase 
as a result of inflation. 


For a person on a fixed income, the result of indexing 
would be to reduce his taxes each year as prices rise. 


Example #1 


For example, a married taxpayer with two children under 
16 and a salary income of $8,000 has total exemptions and deductions 
this year of $3,850 - made up of the $3,000 married exemption, two 
children's deductions of $300, the standard $100 medical and charitable 
deduction, and the standard $150 employment expense allowance. 


On his first $500 of taxable income this year he pays a 
federal rate of 15 per cent, on the next $500 a rate of 18 per cent, 
and progressively higher rates up the income scale. His marginal 
rate — the rate he pays on taxable income in the last bracket he 
reaches — would be 21 per cent. When his basic federal tax is 
determined in this way, a provincial tax is applied as a percentage 
of the federal tax, with the percentage varying according to province. 
Finally, his federal tax is reduced by $100, the minimum amount of 
the new tax cut. Total federal and provincial tax for this taxpayer, 
assuming the lowest provincial rate, would be $939. 


Assming the same taxpayer's income increased 4 per cent to 
$8,320, and the inflation factor was 4 per cent, this would be the 
result of the indexing system for him: 


His married exemption would increase to 
$3,120 from $3,000. 

His deductions for two children would go 
to $624 from $600. 

With standard deductions, his total exemptions 
and deductions would come to $3,994 instead 
Of, e37050. 

His first bracket of taxable income would be 
$520 instead of $500. 

Each of the next brackets would also increase 
by 4 per cent. 


16 at 


The cumulative effect would be a total federal and 
provincial tax of $984, or almost precisely the same proportion of 
his income as before. His tax without indexing would have been 
SU.02 7. 


Example #2 


A person 65 or over with a fixed income of $4,000 has 
exemptions and deductions totalling $2,700. These include a basic 
exemption of $1,600, the special exemption of $1,000 for persons 
65 or over, plus the $100 standard deduction. 


His tax in 1973 after the budget measures and assuming 
the lowest provincial rate, is $190. Under the new system, again 
assuming a 4-per-cent inflation factor, his total exemptions and 
deductions are raised to $2,804, and the tax brackets are increased 
in the same way. His tax under the indexed system is $163. He 
pays less tax as a result of indexing being applied to the tax 
system. 
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HYPOTHETICAL RESULT OF INDEXING PERSONAL INCOME TAXES IN 1973 


Based on 4% Increase in Tax Index 


Fed. + Prov. Fed. + Prov. Reduction in 
Income Post-Budget Tax after Fed. ter rove tax 
Tax for 1973 Indexing Amount ys 


$ $ $ $ Z 
Single Taxpayer - No Dependants 


L700 - - = 2 
2,000 EL 8 4, Zi 
3,000 167 150 Ly 10 
4,000 410 Sieal Ay 5 
5,000 665 644 2h 3 
6,000 939 918 aE 2 
7,000 Deak? ug Z 25 Z 
8,000 T5LS 1,489 29 Z 
9,000 T5822 Pod 33 2 
10,000 2,148 Zl SY) 2 
12,000 2,018 Aine 46 2 
15,000 3,943 a FOrL Tz 2 
20 ,000 6,096 Sipe kes, 103 2 
30 ,000 10,697 10,542 155 it 
50,000 217.250 21,034 246 3 
Married Taxpayer - Two Dependants under age 16 
4,000 8 2 6 80 
5,000 138 116 Sh 24 
6 ,000 402 363 39 10 
7,000 665 623 42 6 
8,000 939 896 43 5 
9 ,000 Eales IRAE AD) 47 4 
10,000 1,518 1,465 2 3 
12,000 Papal Wye: 272085 63 3 
15,000 3,164 3.089 81 3 
20,000 De tLG 5,080 138 3 
30,000 QTLs 95524 194 Z 
50,000 205256 19,867 290 au 


The provincial tax used in these calculations is the lowest existing 
provincial rate. Rates of provincial taxes vary from province to 
province but more than one-half of Canadian taxpayers are subject 

to the provincial rates used in this table. 

Taxpayers are assumed to take the optional standard deduction of $100 
and the employment expense deduction of 3% (maximum $150) but the 
calculations do not take into account any other potential deductions 
such as child care expenses or contributions to pension plans or 
unemployment insurance. 

Taxpayers are assumed to be under age 65 and to receive only earned 
income. All figures are rounded to the nearest whole number. 

Fed. + Prov. proposed tax for 1973 reflects proposed exemptions and 
tax reductions. 
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EQUALIZATION PAYMENTS 


The system of equalization payments, designed to help 
maintain comparable levels of basic public services across Canada, 
will be broadened substantially. New grants based on municipal 
taxes for local school purposes will be added to the equalization 
formula, increasing payments in 1973-74 by $190 million to a total 
of $1.4 billion. The distribution among the four Atlantic pro- 
vinces, Quebec, Manitoba and Saskatchewan is shown on a dollar 


and per capita basis below. 


EQUALIZATION PAYMENTS 1973 - 1974 


Per Capita Distribution 


Effect of Effect of 
Existing Equalizing Total Existing Equalizing Total 
Formula School Formula School 
Taxes Taxes 


(millions of dollars) 


Nfld. 12974 Lue 153.6 5S) 45 284 
PP. A, 27.9 4.8 Boe 243 42 285 
N.S. 131.4 2350 15552 164 30 194 
N.B. 12050 21.4 141.4 185 33 PM ies) 
Que. B02.2 78.6 640.8 Oz 13 105 
Man. Ofek 10.8 9779 87 11 99 
Sask. 110.3 26.4 ils lewst 122 29 15}: 


1,168.3 
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BUDGETARY REVENUE BY SOURCE 


PERCENTAGE DISTRIBUTION 


FISCAL YEAR 1973-74 


Non-Tax 
Revenues 


Other Taxes 
Custom Duties | 
Personal 
Excise Taxes Income Tax 
and Duties 
Sales Tax 


Corporation 
Income Tax 
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BUDGETARY EXPENDITURE BY FUNCTION 
PERCENTAGE DISTRIBUTION 


FISCAL YEAR 1973-74 


Transportation and 
Communications 


Fiscal Transfer 


Payments Health and Welfare 


Education 
Assistance 


Other 
Expenditures 


Economic 


Development 
and Support 


Defence 


Public Debt 
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